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FRVS rates shallbe adjusted forinflation on each January 1 and July 1, 

using the change in theFCCI Index forthe most recent 6-monthperiod 

published priorto the rate semester. FRVS ratesshall be adjusted per 

subsections f..andj. below for changesin interest rateson capital debt 

instruments andfor capital additionsor improvements on each January 1 

and July1. (See Appendix B for computation ofthe index). 

b. 	 A single FCCI Index, based upon the average of the Dodge Construction 

indiciesfor the sixcities in Floridafor which an indexis published, shall 

be used throughJune 30,1991and the most recently publishedDFU 

Health CareCosts All Urban All Items South Region Index quarterly 

indices forJuly 1, 1991 and thereafter.The rate of increase in the FCCI 

Index, for purposes of indexing FRVS rates, be limited to a 3 

percent semi-annual increase; however, during semesters whenthe 

increase in the index is greaterthan 3 percent, a credit, calculated as the 

actual increase minus3 percent, shall be carried forward for future 

periods and addedto the increase in the index, up to a maximum of3 

percent, whenthe actual future increasesin the indexare less than 3 

percent. For example, if theincrease in the index is 4 percent in Period 

1,3 percent shallbe used anda credit of 1 percent shall be carried 

forward; then,if the increasein the index is 2 percent in Period 2, a 3 

percent rate of indexing shallbe used, by adding the 1 percent creditto 

the actual2 percent increase. If more than2 percent credits were 

available, a maximumof 3 percent rate of indexing wouldbe used,and 

the remaining credits would againbe carried forwardto future periods. 

The credits shall carry forward indefinitely until theyare reduced by 
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C. 

r----------- 1 d.Forratesemestersbeginningon 

applying themto periods during whichthe rate of increase in the FCCI 

Index is less than 3 percent. The credits shall accrue by individual 

facility, so that anyfacility entering the program in a period wherethe 

increase in the FCCI Indexis less than 3 percent shall not benefitfrom 

credits accrued during prior periods byother facilities. 

The portion of the FCCI Index increaseused to index asset valuation 

each year shall vary with the number of yearsthe facility participated in 

the program since January 1,1972. For the first 10 years of 

participation, a straight-line increasing portion the allowable increase 

in the index shall be used: 1/10in year 1,2/10 in year 2,3110 in year 3, 

up to 10/10 in year 10. The total percent increase allowedfor any 6­

month rate semester shall not exceed3 percent. Forthe second 10 years, 

the unadjusted index increase shallbe used, subjectto a 3-percent semi­

annual limitation. Forthe next 20 years, years 20 through 40,a straight­

line decreasing portion of the allowable increasein the index shall be 

used subjectto the 3-percent limit per rate semester: 95 percentin year 

21,90 percent in year22,85 percent in year 23, down 0 percent in 

year 40. Thus, after 39 years of participationin the program, nofurther 

indexing shall be given atofacility. 

or after January 1, 1986, anadjustment 

shall be made in indexing for forfailure of a licensure re- inspection and 

low Medicaid utilization. 

(1) Any facility whichreceives a conditional licensure rating and 

upon re inspection has notcorrected deficienciesas required by 

the AHCA Office of Licensure and Certification,shall receive 
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no indexingin the FRVS rate for the 6-month rate period 

subsequent to the re inspection. 

(2) 	 Medicaid utilization shall be calculated as Medicaid patient days 

divided bytotal patient days, for fiscal years ending in 1980or 

after. The utilizationwill be calculated from the cost report or 

budget usedto set the rates for the respective rate semester. For 

the initial FRVS ratesestablishedon October 1, 1985,cost 

reports received by AHCA by September1,1985 will be used. 

Years earlier than 1980shall have noadjustment made for 

utilization, but rathershall receive full credit for Medicaid 

utilization. The adjustmentfor fiscal yearsending in 1980 or 

after shall be computed as follows: if the provider’s cost report 

or budget shows lessthan25-percent averageMedicaid 

utilization forthe cost reporting period, then noindexing of 

asset valuation shallbe given; if 25 percentto 55 percent 

Medicaid utilizationis computed, then the portion of the FCCI 

Index increasecalculated in subsection 1 .c.above shall be 

multiplied by the fractionequal to the actual utilization percent 

divided by 55 percent; if 55 percent or greater Medicaid 

utilization is computed, then 1 1 1  indexing using the portion of 

the FCCI Index increasecalculated in subsection 1 .c.above shall 

be given. 

e. 	 The asset valuation of the facility shall be indexed, accordingto 1 .a.-1 .d. 

above, from the date of entry intothe Medicaid program, but not prior to 

January 1, 1972, to October 1, 1985. That asset valuation, subject to the 
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cost per bed ceiling in g. below,shall be used to initiate FRVS property 

reimbursement at October1,1985. The change in the FCCI Index from 

September 1984to March 1985shall be used to project the FCCI Index 

for October 1, 1985, withno subsequent retroactive adjustment. The 

total asset valuationshall be divided into two components: 80 percent of 

the total asset valuation shall be amortized 20 years, atthe interest 

rate specified in f. below,to determine an amount which would pay 

principal and interest on an installment mortgagefor that 80 percent of 

the asset valuation. Forfacilitiesbeginning FRVS with a total initial 

principal balance ofall current mortgagesless than 60 percent of the 

indexed asset value, onlythe interest portion willbe used incalculating 

the FRVS rate. The calculated interestplus principal or interest-only 

expense willbe converted toa per diem by dividingby 90 percent ofthe 

maximum annual bed days ofthe facility. However, for newly­

constructed facilities,the per diem calculated for thatfacility's first year 

of operation shallbe the result ofthe principal and interestor interest­

only expense divided 75 percent ofthe maximum possible annual bed 

days. For thosefacilitiesthat have putinto service new beds for the first 

12 months, the per diem shall the result ofthe principal and interest 

or interest-only expense dividedby a weighted average occupancy 

percentage greater than75 percent butless than 90 percent ofthe 

maximum annual bed days ifthe addition of beds was50 percent or 

more of the existing bed capacity, orthe addition of60 beds or more. A 

weighted average occupancyrate shall be computed, equalto the sum of: 
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f. 

1) 	 The ratio of the new beds to total facility beds multiplied by 75 

percent; and 

2) The ratio of existing beds prior to the addition to total facility 

beds multiplied by90 percent. 

Property taxes (which excludes sales tax on lease payments) and 

insurance shall have aper diem calculated based upon actual historic 

cost and patientdays as shown in thelatest applicablecost report. 

Twenty percentof the asset valuationshall be used to calculate a return 

on equity for property-relatedequity per sectionsm.J.and K., and this 

return on equity shall be included aspart of the FRVS rate. This will be 

converted to a per diem bydividingby 90 percent ofthe maximum 

annual bed days of the facility and by75 percent of the maximum annual 

bed days for newly constructedfacilities. Again, for those facilitiesthat 

have put into service new bedsfor the first 12 months, andthe addition 

of beds was50 percent or more of the existingbed capacity, or the 

addition of 60 beds or more, the twenty percentwill be converted to a 

per diem bydividingby a weightedaverage occupancy percentage 

greater than 75 percent but less than 90 percent ofthe maximum annual 

bed daysas explained in 1) and 2) above. 

(1) The interest rate used to amortize the 80 percent component of 

the asset valuation shall be thelower of: the owner's actual 

mortgage rate;the Chase ManhattanBank's prime rate as ofthe 

date of the provider's loan commitmentplus 2 percent for a 

variable-rate mortgageor plus 3 percent for a fixed mortgage 

rate; or 15 percent. If an owner has morethan one outstanding 
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debt instrument,the owner’s actual rate used for th is  section 

shall be anaverageof the rates for all of the outstandingdebt, 

weighted bythe amount of the original principal of each debt 

instrument. 

(2) 	 No changes subsequent to establishment of the initial FRVS rate 

shall be made to the interest rate used to calculate the FRVS rate 

for providers with fixed-ratemortgages except as allowed per 

(5) below. For variable-rate mortgages,no changes shall be 

made unless the owner’s interest rate changes accordingto (3) 

below. 

(3) 	 For the initial FRVSrates at October 1, 1985, the July 1, 1984 

Chase prime shall be used for the “lesserof’’ comparison with 

the provider’s actual rate. For those providers that received the 

July 1, 1984Chase prime(13%) at June 30, 1996, (referenced 

above) beginningwith the July 1, 1996,rate semester, these 

same providers shall have 12.5% usedfor the “lesser of’ 

comparison on andafter July 1, 1996. For rate semestersprior 

to July 1, 1996, these same providers shall remain at 13%. 

Providers shall be required to notify the Agency of their 

mortgage rate and anychanges in their mortgage rate. Providers 

with variable mortgage rates shall submit current changes in 

their mortgage rates byOctober 15 andApril 15 of each year to 

qualify for an adjustmentto their FRVS rate on the following 

January 1 or July 1, respectively. At that time, the FRVS rate to 

be usedfor the next 6-monthrate semesterbeginning January 1 
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or July 1 shall be determined using the most current mortgage 

rate, but notto exceed the October 15 or April 15, respectively, 

Chase-Manhattan primeplus 2 percent, or 15 percent. 

(4) 	 For facilitiesbeginning the FRVS with a total initial principal 

balance of themortgages lessthan 60 percent of their indexed 

asset value,the interest rate used to amortize the 80-percent 

component shall be the applicableChase primeas detailed 

above, but notto exceed 15 percent. The amortizationof prime 

over 20 years shall be used to determinean amount which would 

pay interest onan installment mortgagefor that 80-percent 

valuation. The prime rate used to initiate FRVS for providers 

with an initial principal balance of the mortgage less than60 

percent of their indexed assetvalue shall remain fixed forthat 

provider in calculatingfuture FRVS payments. However, if at 

some pointin the future a providerfinances capital assets such 

that the total originalprincipal of debt instrumentsequals or 

exceeds 60 percent ofthe FRVS asset valuation,then the FRVS 

rate at the next rate semester shall be calculatedusing the 

interest rate per (1) above. 

(5) 	 An increase in the interest rate shall be allowed only if 

refinancing was necessaryin order to finance the addition of 

new beds or to meetthe final payments of the former debt 

instrument, or to consolidateexisting debt excludingdebt to 

owners; for example, in cases where balloon payments are due. 

If a new mortgageis secured atthe addition of new beds and a 
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prior mortgageis still in effect for the original facility, a 

weighted averagemortgage rate shall be used in (1) above based 

upon mortgage amounts andinterest rates of tLe various 

mortgages. 

g. 	 The standard, or ceiling,per-bedcost shall be established d $28,500.00 

at October 1, 1985. Each existing facility at 

October 1, 1985,shall have its total capital assets valuation limited to 

that standard or the facility's computedasset valuation, whichever is less. 

The standard of$28,500.00 shall be indexedforward every 6 months 

based uponthe most recently published 6-monthfull increase in the 

FCC1 Index andshall be used to limit newconstruction costs in the 

future. New facilities shall be limited to the standard in effect 6 months 

prior to the date the facility was first putinto service as a nursing home. 

A facility shall not receive an adjustment to account for increases in the 

standard atlater dates. 

h. 	 A "holdharmless"provision shall be implemented to ensure that 

facilitiesexisting and enrolledin the Medicaid program at 

October 1, 1985, do not receive reimbursementfor property and return 

on equity or use allowanceunder the FRVS method less than the 

property cost reimbursement plusreturn on equity or use allowance 

given at September30, 1985. If,after calculation of the FRVS rate, that 

reimbursement wouldbe lower thandepreciationplus interest costs 

under III.G. 3.-5. of this plan, afacility shall continue to be reimbursed 

depreciation plus interest accordingto III.G. 3.-5. of this plan until such 

time as the net differencein total payments betweenIII.G. 3.-5. and 
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FRVS is zero. Providers who wishto begin FRVS reimbursement that 

would resultin payments less thanthe depreciationplus interest 

payments must notifythe Agency in writing by December2,1985. 

Facilities with existing leases at October1, 1985, shall be paid atthe 

September 30,1985 rate subjectto m.G.2. until the current lease 

expires, at which time reimbursementshall begin under FRVS basedon 

the owner's acquisition costs. Providersshall supply the Agency with 

the appropriate lessor's ownershipcosts to receive property 

reimbursement after the current lease expires. No reimbursement for 

property-related costs shall be givento a leased facility subsequent to the 

expiration of the lease existing at 

October 1, 1985, if the lessor's ownership costsare not adequately 

documented per SectionIII.G.4. of this plan. 

1. 	 Facilitiesexistingandenrolledin the MedicaidprogramatOctober1, 

1985, shallbe phased up to their FRVSrate inequal percent increments 

based uponthe following schedule: 
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YEAR OF ENTRY 
INTO MEDICAID 

PROGRAM 

December 31,1971 or 
earlier 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 

January 1,1985 through 
September 30,1985 

October 1, 1985 and after 

YEARS TO FULL FAIR 
RENTAL v a l u e  FROM 

OCTOBER 1,1985 

4 
5 
6 
7 
8 
8 
9 
9 
10 
10 
10 
10 
10 
10 

10 
-0-

FRVS rates shall be calculatedaccordingto subsectionsa. through g. 

above, butactual payments madeduring the applicableyears of phase-in 

starting at October 1, 1985 shall be limited tothe reimbursement rate 

effective as of September30, 1985, exclusiveof property taxes and 

insurance, plus a portion ofthe differencebetween that rate and the 

newly-computed FRVS rate.The portion of the difference allowed shall 

be a functionof the number of years applicableto attaining full FRVS as 

shown above for various facility entry dates. A facility with a 4-year 

phase-in shall receive paymentsbased on one-fourth ofthe difference for 

rates at October 1, 1985, January 1, 1986, and July 1, 1986; two-fourths 

of the difference for rates at January 1, 1987 and July 1, 1987; three­
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